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In mid-May the imposition of a 12% lid on interest rates charged by Brazilian banks constituted
the first attempt by the National Constituent Assembly (NCA) to contain financial speculation.
Spearheading the initiative was Sao Paulo congressperson, Fernando Gasparian, of the Brazilian
Democratic Movement Party (PMDB). Gasparian is a well-known critic of the banking industry.
Gasparian, a businessperson, represents the interests of discontented members of Brazilian
productive industries who believe that financiers have increased their profits while that rest of
the country is submerged in crisis. However, local analysts argue that bankers' enormous political
power precludes the likelihood that such a constitutional article would be approved. According
to the measure introduced by Gasparian, financial institutions charging real interest rates higher
than 12% above the annual rate of inflation would be charged with the crime of usury under the
Penal Code. According to Central Bank data, Brazil has 68 private banks and 30 others controlled by
federal or state governments. Three banks (Banco de Brasil, Bradesco and Itau) account for almost
50% of all deposits. Many specialists believe that this concentration of financial holdings is one of
the factors which has given rise to Brazil's high interest rates. A study by the Association of Smalland Medium-Size Businesses of Rio de Janeiro, showed that in early 1988, the large banks charged
real interest rates of more than 100%. On May 11, 314 members of the constituent assembly voted to
support the Gasparian measure. Directors of the most important banks in Brazil reacted negatively
to the assembly's decision to limit real interest rate charges (including commissions) to 12%. On
May 13, president of Brazil's Association of Commercial Banks, Jose Carlos de Campos said that the
government's impossible monetary policies would place the Central Bank in a straitjacket and cause
consumer credit to dry up. He added, "The banks will return to selective credit policies and will
issue [loans] only to special clients." Pedro Conde, head of the National Credit Bank, commented
that the constituent assembly's decision derives from the "realm of fantasy." He added that interest
rates are currently based on the supply and demand of dollars, and are administered in the most
efficient manner possible. President of the Mercantile Bank of Sao Paulo, Gastao Eduardo de Bueno,
affirmed that it is possible to work with whatever interest rate is established, depending on the
interest policy that is adopted by the Central Bank. "If the Central Bank is forced to pay 30% interest
in addition to the monetary correction to finance the public deficit, and financial institutions have
to pay more than the Central Bank in order to compete, I do not foresee how to lend at 12% when
[capital] costs over 30%." (Basic data from Excelsior, 05/14/88; EFE, 05/13/88)
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